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I. Purpose 

 
The Board of Directors (“Board”) of Financial Institutions, lnc. (“FII”) believes that it is in the 

best interest of FII to align the financial interests of directors, the Company’s President and 

Chief Executive Officer (“CEO”), and Section 16 executive officers reporting to the CEO with 

those of FII’s shareholders.  In this regard, the Board’s Nominating and Governance (“NG”) 

and Management Development & Compensation (“MD&C”) Committees recommended, and 

the Board adopted, the minimum stock ownership and retention requirements 

(“Requirements”) set forth herein as of the date noted above. 

 

II. Participation 
 
Fll's stock ownership requirements apply to the following positions (collectively 

“Participants”): 
 

 CEO and Section 16 Officers that report to the CEO 

 Other Company executives as determined by the MD&C Committee, and  
 

 Non-employee Directors of FII (“Directors”) 

 

III. Determination of Requirements 
 
Fll's stock ownership requirements are determined as a multiple of an Executive's base 

salary and a Director’s cash-based retainer, converted to a fixed number of shares.  

Individual requirements are established for each Participant as set forth below. 

 

A. Executives 
 

 3.0x base salary for the President and Chief Executive Officer 
 

 1.5x base salary for Executive Vice Presidents (“EVPs”) of FII or Five Star Bank 

(“FSB”)  
 

 1.0x base salary for other executives that serve on the Executive Management 

Committee of FII or FSB   

 

The product is then divided by Fll's prior 365-day average closing common stock price 
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as reported by NASDAQ and rounded to the nearest whole share. 

 

Requirements for Executives will be established on the first payroll day of each calendar 

year using the Executive's base salary as of the last payroll day of the prior calendar year 

and the average FII closing stock price for the prior calendar year. The Requirement for 

an Executive who becomes subject to these Requirements during the year will be 

calculated using their current annualized base salary and Fll's average closing common 

stock price for the prior 365-day period. Once established, an Executive’s requirement 

does not change until the next annual measurement on the first payroll day of the 

succeeding year. 

 

The above multiples are subject to change by the Board on recommendation of the 

MD&C Committee. 

 

B. Directors 
 

 3.0x Cash Retainer  

 

The product is then divided by Fll's prior 365-day average closing common stock price 

as reported by NASDAQ and rounded to the nearest whole share. 

 

Requirements for Directors will be established on the day of the Annual Organizational 

Board Meeting.  Requirements for new Directors will be established on the date of their 

election to the Board. 

 

The above multiple is subject to change by the Board on recommendation of the NG 

Committee. 

 

IV. Satisfaction of Requirements 
 
Requirements may be satisfied with common stock in the below categories: 

 
 Shares owned directly by the Participant or the Participant’s immediate family 

members residing in the same household; 
 

 Shares held in Fll's 401(k) Retirement Savings Plan; 
 

 Shares acquired upon past stock option exercises (options are no longer issued by 

FII  and none are currently outstanding); 
 

 Shares held in trust on approval of the MD&C Committee. Due to the complexities of 
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trust accounts, requests to include shares held in trust must be submitted in writing 

to the leader of FII’s Human Resources Department who will review the request with 

the MD&C Committee for final decision. 
 

 Other types of stock grants that may be issued by FII to the Participant. For purposes 

of these requirements, performance-based restricted shares or units are not 

counted as owned by the Participant until the earlier of the date the shares are 

earned under the plan, based on the attainment of performance-based restrictions, 

or the date the shares become vested. Time-based restricted shares or units are 

counted as of the date of grant. 

 

V. Compliance with the Requirements 
 
Participants are required to achieve their Requirement within five years from the date the 

Requirement first applies to the Participant. Once achieved, share ownership equating to 

the Requirement must be maintained for as long as the Participant is subject to the 

Requirement.   

 

If an Executive Participant's Requirement increases because of a change in title, a five-year 

period to achieve the incremental requirement begins in January following the year of the 

title change.  

 

Participants are required to retain at least 75% of net shares delivered through Fll's Long-

Term Incentive Plan a.) until the Requirement is achieved and b.) after it is achieved, if the 

Participant falls below the Requirement for any reason (e.g. stock price volatility).  Net shares 

refer to those that remain after shares are sold or netted to satisfy the Participant’s 

withholding taxes.  

 

Additionally, until the Requirement is achieved, shares that were acquired by a Participant 

before they became subject to the Requirements may only be disposed of pursuant to an 

exclusion that a.) in the case of an Executive Participant is approved by the MD&C Committee 

and b.) in the case of a Director Participant is approved by the NG Committee.     

 

The existence of exclusions does not, however, affect the expectation that the Participant 

achieve their Requirement within the five-year period. 

 

To be excluded from their Requirement for any purpose, a Participant must request an 

exception as set forth in Item VI below.    
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VI. Exceptions 
 
The MD&C Committee has the discretion to enforce the Requirements of Executive 

Participants and the NG Committee has the discretion to enforce the Requirements of 

Director Participants on a case-by-case basis.  

 

There may be instances in which the Requirements would place a severe hardship on the 

Participant or prevent the Participant from complying with a court order, such as in the case 

of a divorce settlement.  It is expected that these instances will be rare.  In these instances, 

the MD&C or NG Committee will make the final decision regarding development of an 

alternative stock ownership requirement for the Participant that reflects both the intention 

of these Requirements and the personal circumstances of the Participant.   

 

Exception requests related to the retention requirement above must include the reason for 

the exclusion, current status with respect to the Requirements, and a description of the stock 

transactions for which the exclusion is being requested.  

 

VII. Administration 
 
The MD&C Committee administers the Requirements of Executive Participants and the NG 

Committee administers the Requirements of Director Participants.  Each Committee should 

check on the status of compliance with the Requirements annually.  In the event of any 

conflict or inconsistency between these Requirements and any other policies, plans or other 

materials of FII, these Requirements shall govern.  

 


